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ANNUAL REVIEW OF NEW ENGLAND BUSINESS 


1957 Business -- High but Slipping 


The trend of business in New England advanced steadily upward in 1955, 
remained stable at high levels in 1956, wavered at somewhat below peak levels 
during most of 1957, and then began to slip in the closing months of the year. 

In some individual cases the impact of the recent movement was severe and jolt- 
ing to business expectations. However, a prudent appraisal of the situation at this 
stage must recognize many areas of continuing or latent strength, and avoid projec- 
tions based solely upon a movement which is of only recent origin. 

Expansionary forces drove the economy at a fast pace in recent years, and short- 
ages of materials, productive capacity, labor resources, and available funds exerted 
inflationary pressures. Those shortages were gradually overcome. At present, inven- 
tories, productive facilities, and labor supplies seem ample. Credit demand is less 
intense. In adjusting to the situation, consumers have become more choosy in 
expenditures, merchants more hesitant in placing orders, and manufacturers more 
cautious in scheduling operations. 
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Business sentiment was slow in tempering its 
optimism to meet these changes. Once aware of 
them its downward reaction was accelerated by 
sensitiveness to sputniks, uncertainties in de- 
fense procurement policies, and the President's 
illness. In its decline, business sentiment appears 
to have outpaced business performance. 

Currently, in New England and elsewhere, 
production, employment, and trade are adjust- 
ing as a result of curtailments in business and 
governmental orders, primarily for durable-goods 
and plani. Incomes are still high, consumer 
spending for nondurable-goods and services is 
well sustained, federal, state, and local outlays 
are almost certain to rise further, and housing 
activity shows signs of new strength. 

The seasonally adjusted New England manu- 
facturing index remained quite stable during the 
first nine months of the year, ranging from 116 to 
118 per cent of average 1950-1952 outputs. The 
one exception was a temporary spurt to 12] in 
June. In November the index dropped to 110, 
eight points under the value for a year earlier. 
Of the four published industry indexes, those 
for primary metals, textiles, and paper products 
generally declined during 1957 to November 
values under those of a year earlier. On the other 
hand the index for leather and leather products 
held up well and in November was the same as 
that of a year ago. 

The zest with which business firms planned 
and made expenditures for new plant and equip- 
ment was one of the chief forces in the recent 
boom. On a national scale these capital expendi- 
tures began to expand from the first quarter of 
1955 and apparently reached their peak rate in 
the third quarter of last year. Surveys made by 
this bank indicate that capital outlays by Massa- 
chusetts manufacturers followed the same pat- 
tern. An 18 per cent increase in their outlays 
from 1955 to 1956 was followed by a four per 
cent increase from 1956 to 1957. Preliminary 
information indicates a reduction in 1958. 

A turn in the tide for New England employ- 
ment accompanied declines in production and 
capital expenditures. The timing of the turn 
was obscured by varying conditions among indus- 
tries. Total nonagricultural employment first 
dropped below its comparable 1956 seasonal level 
in June of last year, and by November was 1.4 
per cent under. Greatest strength lay in the non- 
manufacturing industries which collectively em- 
ployed 1.2 per cent more workers in November 
than a year earlier. 

Employment in nondurable-goods manufactur- 
ing has been running four or five per cent below 
year-earlier levels for some time, largely because 
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of the depressing influence of the regional textile 
industry. The most precipitous decline centered 
in the durable-goods manufacturing industries, 
which had expanded work staffs most during the 
boom. Whereas January 1957 employment in 
these industries was 2.5 per cent greater than the 
comparable 1956 figure, the year-to-year relation- 
ship dropped to —5.2 per cent by November. The 
greatest resistance to this declining trend was 
exhibited by the electrical machinery and trans- 
portation equipment industries, but they were 
both threatened directly or indirectly by cutbacks 
in defense procurement activities. 

Insured unemployment roughly followed its 
seasonal pattern, but by November was 58 per 
cent greater than a year earlier. 

Average hourly earnings of New England fac- 
tory workers advanced steadily during the year, 
but there was a countertrend in the length of 
the average workweek as overtime was exten- 
sively curtailed and some workers were put on to 
part-time schedules. The net effect of these two 
counteracting forces varied monthly and from 
industry to industry, but average weekly earn- 
ings were generally lower in November than a 
year earlier. 

Combining employment and hours worked, the 
index of New England production worker man- 
hours was under the year-ago level in each month 
of 1957. The November index was the lowest for 
any month since 1950. 

Retail trade in New England, benefiting from 
generally higher personal incomes and _ prices, 
apparently set another dollar record in 1957. 
However, a more hesitant attitude was discern- 
ible in the later months of the year as customers 
became aware of a weakening in business activity 
and more cautious about personal finances. Con- 
sumer expenditures were also inclined to be 
directed more towards nondurable-goods and 
services than toward durable-goods. 
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Department stores in the region did not par- 
ticipate much in the gain in retail sales from the 
previous year. The district reporting sample of 
stores experienced a cumulative decline of one 
per cent. The decline was especially pronounced 
in downtown Boston which lost several of its 
well-known stores during 1957. Christmas sales 
fared relatively better and about equalled those 
for the 1956 season, after a rather slow start. 
Despite the somewhat slower sales picture, the 
outstanding volume of store-extended credit was 
lower and collection ratios were well maintained 
during the year. 

Unit sales of new automobiles in New England, 
as measured by registrations through November, 
were four per cent fewer than for the correspond- 
ing months of 1956. Initial interest in the 1958 
models was good, but sales volumes reportedly 
fell off sharply in November and December. 

Higher prices helped to boost dollar measures 
of trade and other business activities during 1957. 
Increased awareness of and opposition to higher 
prices, on the other hand, may have helped to re- 
tard business growth as measured in physical 
units. Price indexes advanced steadily in the 
early part of the year, but later approached 
stability and became infused with more indi- 
vidual cases of declines. The general wholesale 
commodity price index reached at least a tem- 
porary peak in August and then stabilized about 
1.5 per cent above its year-earlier level. The 
index for sensitive basic commodities dropped 
considerably during the late summer and fall to 
a level nearly ten per cent less than that of a year 
earlier. The Massachusetts retail price index was 
more persistent in its rise and in December was 
3.6 per cent above its December 1956 value. 

Credit developments during the first months 
of 1957 featured a continuation of strong infla- 
tionary pressures for funds from business, real 
estate, and consumer sources. Monetary policies 
were directed towards a prudent restraint against 
these pressures. They were subsequently molli- 
fied as inflationary pressures eased. 

Outstanding commercial and industrial loan 
volumes at weekly reporting District member 
banks, which had expanded 11 per cent in 1956, 
reduced their rate of growth to about three per 
cent for 1957. More conservative inventory 
policies called for less funds. Demand for funds 
to meet capital expansion and modernization 
programs was shifted largely to capital markets 
where competition for funds became keen. 
Finally, declining business activity played its part 
in reducing business loan demand. Demand for 
real estate mortgage credit and consumer instal- 
ment credit at New England lending institutions 
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was strong, although less intense than in 1956. 

Borrower categories with less urgent inventory 
financing needs seemed to account for much of 
the short fall in business loans between the 
second halves of 1956 and 1957. Food proces- 
sors and commodity dealers borrowed less. 
Petroleum and chemical firms’ needs were sub- 
stantially less. Large repayments by the metals 
and machinery group seem to be related to inven- 
tory turn around. Sales finance companies made 
much larger loan repayments in part because of 
increased flotations of commercial paper and 
security issues this year. A similar explanation 
accounts for lessened borrowing by utilities and 
transportation concerns. 

Competition for funds and consequent tight- 
ness in the money markets were reflected in gen- 
erally rising money rates through most of the 
year until the trend was reversed in the late 
months. Federal Reserve discount rates were 
raised to 314 per cent in August, and reduced to 
the three per cent rate in November. The yield 
on new Treasury bill issues rose to a peak of 
3.660 per cent in October, and then fell below 
a three per cent level. Rates for corporate, U. S. 
and municipal bonds, commercial paper, and 
bankers’ acceptances followed similar paths. Stock 
prices, which are highly sensitive to business 
sentiment rose sharply to a peak in July and then 
slumped to lose about a fifth of their values. 

Recent construction trends in New England 
have not been so discouraging as trends in some 
other industries. Statistics compiled by F. W. 
Dodge Corp. indicate that while the value of 
first quarter construction contracts in the area 
lagged behind the 1956 pace by 27 per cent, a 
subsequent pick-up in contracts had reduced the 
gap to three per cent by the end of November. 

Strength was in building rather than heavy 
engineering construction. Nonresidential build- 
ing contracts recorded a 12 per cent gain between 
11 months totals for the two years; commercial 








and manufacturing components had gains of 19 
and 29 per cent respectively. Residential build- 
ing had a gain of three per cent in value, but a 
loss of 12 per cent in number of units. There was 
a slight shift from one-family to multiple-unit 
homes, and prospects for greater stability in new 
housing activity than has appeared since early 
1955. Although heavy engineering construction 
contracts were 30 per cent lower in value than a 
year earlier, most utilities are maintaining capital 
expenditure programs, and the major impact of 
the interstate highway program is yet to be felt. 

The 1957 farm situation in New England 
varied according to crop, and to some extent 
according to area. Farm milk prices were firmer, 
averaging about 21 cents per hundredweight 
higher than in 1956 for the Boston milk market. 
Lower grain prices afforded the most favorable 
relationship between grain and milk prices since 
1948. The crop year was poor in southern areas, 
but one of the best on record in northern areas. 

Egg prices continued to drop, and during the 
spring reached the lowest point since the early 
1940's. Fewer replacement birds were started, 
and egg prices steadily strengthened from mid- 
summer to levels well above those of a year ago. 

Broiler production continued to be high, hold- 
ing prices only slightly above production costs. 
In the two major producing states of New Eng- 
land, production increased in Maine, but dropped 
below 1956 levels in Connecticut. 

Potato production in 1957 was about seven per 
cent less than in 1956, but the harvest was of 
excellent quality. Autumn prices in Aroostook 
County averaged somewhat above year-ago prices, 
but the major portion of the crop is usually not 
marketed until early in the following year. 

Tobacco production in the Connecticut Valley 
was about 17 per cent less than in 1956 and only 
half the 10-year average, mainly because of wide- 
spread participation in the Soil Bank Program. 
Despite threats from drought the Massachusetts 
cranberry crop was about two per cent greater 
than the 10-year average, and comprised well over 
half the 1957 national cranberry crop. 

New England fisheries still coped with their 
problems. Local landings averaged one per cent 
less than in 1956, but small landings in early 
December raised ex-vessel prices for fresh fish to 
unusually high levels. Imports of foreign frozen 
blocks and fillets through October were three per 
cent less than for the comparable 1956 period, 
but still posed a competitive problem. Although 
federal funds had been made available for repair 
and maintenance of the existing fleet and its gear, 
fishermen expressed the need for newer and 
modern vessels for efficient operations. 
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New England's vacation business performance 
in 1957 provided one really bright aspect to the 
business picture. Despite a late January thaw 
and a green March, ski enthusiasts gave reporting 
winter resort operators one per cent more pa- 
tronage than in 1956. Summer skies and tem- 
peratures were unusually beneficent and built up 
a new record of guest night occupancies in resort 
areas. During the May-September season occu- 
pancies exceeded the 1956 performance by four 
per cent and the previous 1953 record perform- 
ance by three per cent. A survey of guest origins 
emphasized that patronage at New England vaca- 
tion resorts in August came from all parts of the 
United States, Canada, and some foreign coun- 
tries. Enrollment at private summer camps for 
boys and girls in the area was four per cent 
greater than in the previous year. 

f ( is Manufacturing 

Activity in New England’s primary- and fabri- 
cated-metals plants, as measured by most indica- 
tors, was at reduced rates during 1957, and failed 
to show the customary seasonal pick-up in the 
fourth quarter. Compared with 1956, employ- 
ment averaged 5.5 per cent less during the first 
11 months, and approached an eight per cent 
reduction in the later months. 

As new orders for capital goods declined and 
steel users chose to work down their inventories, 
output of New England’s relatively small steel 
ingot producing facilities contracted rapidly and 
fluctuated around 50 per cent of capacity during 
the second half of the year. Some producers 
found it expedient to meet the region’s require- 
ments from their alternate and newer plants 
located outside the area. Three of New Eng- 
land’s older open-hearth furnaces were shut 
down — probably permanently. As the year 
closed, buying was on a hand-to-mouth basis. 

Foundry business has been poor, with most 
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foundries operating three or four days a week. 
Pipe producers have been relatively busier with 
two-shift, five-day weeks prevailing, but sharply 
reduced order backlogs indicate the likelihood of 
quiet operations during the coming months. 

Business at New England’s copper and brass 
mills was in the doldrums before the current 
decline in general business set in. Excessive 
world production of copper, heavy inventories, 
reduced demand — especially from automobile 
manufacturers, and a weak price structure all 
contributed to the problem. However, a con- 
tinued working down of customers’ inventory 
positions and a generally improved flow of new 
orders since June lend some encouragement for a 
brightening picture. 

A declining employment trend in New Eng- 
Jand’s nonelectrical-machinery industry during 
the first ten months of 1957, in contrast to the 
expanding trend which prevailed in 1956, re- 
veals the industry’s dependence on capital ex- 
pansion programs. The industry was quite busy 
in the early months of 1957. By June its work 
force had dropped to the corresponding 1956 
figure, and by November was 9.1 per cent below. 
While all major segments of the industry suffered 
from reduced orders from private business and 
cutbacks in government contracts, the impact was 
particularly severe for machine-tool producers. 
Firms in this business experienced rapidly dwin- 
dling order backlogs, and received very few 
inquiries which might lead to future business. 

Textile-machinery plants also operated at a 
lower level, with foundry pourings of iron during 
the first 11 months of the year 18 per cent less 
than those for the comparable 1956 period. 

Paper-machinery plants remained fairly busy, 
but new orders were running about 25 per cent 
below the year-earlier pace and were largely for 
replacements rather than new installations. 

Aggregate employment in New England’s 
electrical-machinery industry was_ relatively 
stable, averaging in the first 11 months of 1957 
about one per cent less than during the corre- 
sponding period of a year ago. Conditions, how- 
ever, varied among the different components of 
the industry. 

The field of electronics continued to provide 
an outstanding growth industry for the area al- 
though the rate of growth slackened somewhat 
last year. During the fall, output of transistors, 
tubes, and transformers was reduced. Likewise, 
there were cutbacks in the output of electrical 
equipment for use in airplanes, which offset ex- 
panded production of communication and 
guided missile equipment. Appliance manufac- 
turers curtailed operations because of over- 
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stocked conditions. New England’s production 
of industrial electrical equipment declined fur- 
ther, reflecting the reduced demand for capital 
goods. Demand for insulated wire and cable 
eased, but shows some signs of restrengthening. 

The manufacture of transportation equip- 
ment continued to be New England’s leading 
growth industry in manufacturing during 1957. 
Average employment for the first 1] months was 
I4 per cent higher than for the same period of 
1956. In August, however, the trend leveled out, 
and small declines followed in subsequent 
months as a result of cutbacks and stretchouts in 
government contracts for aircraft, seasonal shut- 
downs for model changes at automobile-assembly 
plants, and dislocations in work flow at ship- 
yards. Defense procurement policies, however, 
were subsequently reappraised, and their ulti- 
mate effect upon the industry was still uncertain 
as the year drew to a close. 

New England employment in the manufac- 
ture of instruments has been relatively stable 
over the past two years, and during the first 11 
months of 1957 averaged only 0.6 per cent lower 
than in the comparable period of 1956. Declines 
were attributable largely to cutbacks in govern- 
ment contracts for scientific and control devices 
for aircraft. Increased work staffs were reported 
by firms making clocks, watches, optical and oph- 
thalmic products. 

The lumber industry in New England experi- 
enced a slump during the spring and summer of 

1957 because of reduced housing construction 
and less demand from furniture manufacturers. 
Employment in the industry was appreciably be- 
low year-earlier levels. Prices of lower grades of 
maple, birch, and pine slipped slightly down- 
ward, but demand for better grades of most types 
remained strong throughout the year. 

New England’s furniture industry operated at 
lower production levels during 1957 than during 
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1956. Order backlogs generally diminished, and 
competitive conditions prompted some lowering 
of prices. Some signs of strengthening demand, 
however, appeared during the final quarter of 
the year. 


Difficulties continued to beset the region’s tex- 
tile industry during 1957. Sluggish demands for 
textile products led to curtailed operations at 
many plants and the permanent closing of some 
long-established mills. The seasonally adjusted 
index of New England textile manufacturing 
output was under comparable 1956 values 
throughout the year, and by November had 
fallen to 66 per cent of average 1950-1952 
monthly output. Employment in the industry in 
November was 24,200 less than a year earlier and 
less than half that for seven years earlier. 

Cotton spindle activity and mill consumption 
of cotton were consistently below 1956 rates. 
Early in the year, cotton and synthetic textile 
producers were encouraged by the agreement to 
limit textile imports from Japan. However, sharp 
production curtailments became necessary in the 
second quarter to bring mounting inventories 
back into balance with sales. The outlook ap- 
peared to be somewhat brighter after the vaca- 
tion shutdowns. 

Activity at woolen and worsted mills was also 
depressed, especially in the second half of the 
year, as a result of lagging retail sales, price un- 
certainties, and restrained orders. Producers 
sought relief from foreign imports by establish- 
ment of quotas by types of cloth. Finishing and 
dyeing plants operated on a hand-to-mouth basis 
during much of the year. 

Employment in New England’s apparel- 
manufacturing industry was generally lower in 
1957 than in 1956. Production reached its fall 
seasonal peak earlier, and by October most plants 
had reduced work-hours and staffs. Plants pro- 


ducing women’s and children’s clothing had a ¥ 


fairly good season, but business at menswear 
plants was slow. As retailers continued to order 
cautiously, manufacturers were reluctant to pro- 
duce for inventory or to make long-term com- 
mitments for fabrics. 

New England’s shoe production for the first 
11 months of 1957 was 4.1 per cent less than for 
the comparable period of 1956. The regional 
percentage of the national output dropped from 
34.4 to 32.8. Adverse weather and lagging retail 
sales restrained production during the first quar- 
ter. Early orders for fall and winter footwear 
were good, but reorders did not reach expecta- 
tions. As production of spring lines got under- 
way in the final quarter, retail sales had slowed 
down with an increasing preference for lower 
priced styles, and buyers ordered cautiously. 

Employment in New England rubber-products 
plants was below year-ago levels throughout 
1957. An expansion of staffs that occurred in 
other areas during later months of the year was 
not fully developed in New England because 
of the transfer of a division of one firm outside 
the area and because of a strike at another plant. 
Tire plants curtailed operations early in the year 
to bring inventories into balance, but improved 
demand for tires stimulated expansion again in 
the third quarter. 

The slowdown in jewelry-plant operations, 
evident in late 1956, carried over into 1957 when 
factories experienced the poorest spring business 
in several years. While early orders for fall and 
Christmas merchandise were good, reorders did 
not come up to the anticipated level for many 
firms. As a result, the industry’s fall peak of 
production came earlier than usual, and by mid- 
October many plants had already curtailed staffs 
and cut hours. Trends within the industry were 
mixed, with some firms reporting record business 
and other plants slow business. Industry em- 
ployment was under 1956 levels throughout 1957. 

Almost all segments of New England’s pulp, 
paper and paperboard industry suffered from re- 
duced demand throughout 1957, although some 
producers reported a slight increase in orders 
during the final two months of the year. Most 
firms found it necessary to reduce inventories, 
and, in general, output and work forces were 
scheduled at lower levels than in 1956. 

The diversified chemical industry in New 
England continued its steady but unspectacular 
growth in 1957. It maintained an average gain 
of two per cent in employment over the previous 
year. Varying trends existed among firms in the 
plastics division of the industry, but with gains 
more frequent than losses. 


Rise in Consumet Spending and Saving Slows in 1957 


Consumer spending by New Englanders 
reached a record volume in 1957, despite some 
sluggishness in sales during the fall. A good part 
of the gain is attributable to higher price tags on 
many items this year in comparison with last. 
New Englanders also added to their supply of 
liquid savings during 1957, but at a slower pace. 

The gain in total sales was not spread evenly 
among the various types of stores. Near-average 
gains were made by food stores, eating and 
drinking places, and apparel stores. Better-than- 
average gains were made by automobile and auto- 
motive accessory dealers, gasoline service stations, 
and drug and proprietary stores. Less-than- 
average gains were recorded by stores in the 
furniture and household appliance group while 
actual losses in sales from year-ago levels befell 
department stores and outlets handling lumber, 
building materials, and hardware. 

The experiences of the various departments in 
those department stores that report monthly to 
the Federal Reserve Bank provide some insights 
on sales by retail lines. Women’s apparel sales 
increased the most of all major departments 
over year-earlier levels. Within this department, 
sales of furs, sportswear, girls’ and teen-age 
wear, and dresses rang up the largest gains. 
Warm fall weather caused sales of coats to drop. 
Sales of women’s and misses’ accessories also com- 
pared favorably with year-ago figures. Largest 
gains were made in sales of handbags and small 
leather goods, foundation garments, women’s 
shoes, and millinery. Least favorable compari- 
sons were in gloves and hosiery. Men’s and boys’ 
apparel sales, except for shoes, did not measure 
up to year-earlier figures. 

Sales of homefurnishings did not match the 
1956 volume, although they began to improve in 
the fall at about the same time apparel sales 
gains began to dwindle. Year-to-year increases 
were made in sales of furniture and major house- 
hold appliances. Sales of radio and television 
sets were well below 1956 levels, but sales of 
phonograph records increased. Housewares, in- 
cluding small appliances, floor coverings, dra- 
peries, curtains and upholstery, and china and 
glassware did not match year-ago totals. 

Sales of household textiles gained enough to 
offset lower piece goods sales and bring the com- 
bined department up to the 1956 total for the 
combined departments. Sales gains made by 
books, magazines, stationery, and art needlework 
were insufficient to overcome the loss in sales of 
silverware and jewelry, notions and umbrellas 
within the Small Wares Department. Sales of 


toys, games, sporting goods, and cameras about 
equalled those of a year ago while sales of 
luggage and candy did not. Basement store sales, 
generally, lagged behind those in the main store. 

The dollar volume gain made by the automo- 
tive group of dealers was achieved despite a 
declining number of new cars registered in New 
England. By the end of November, registration 
of new cars was four per cent below that of 1956. 
Part of the reason why the automotive group’s 
dollar volume did not suffer so much lies in the 
higher price tags carried by the 1957 models. 
Other contributing factors were increased sales 
of used cars and greater sales by dealers in auto- 
motive accessories. 

Consumer Credit Expansion Continues 

Consumer credit at New England’s financial 
institutions increased during the first ten months 
of 1957, but started to decrease during the fall. 
The increase from year-earlier levels was less 
than during other recent years and was 10 per 
cent at the end of October. The volume of new 
credit extended has been larger in most months 
than in the corresponding 1956 months. Re- 
payments consistently exceeded year-ago amounts. 

In contrast, the volume of credit outstanding 
at New England’s department stores lagged 
behind year-ago totals for several months. At the 
end of October, the amount was five per cent less 
than at the end of October 1956. Collection ratios 
have been well maintained during the year. 

Liquid Savings in New England 

New Englanders continued to add to their 
liquid savings during 1957, but the rate dropped 
sharply from that during 1956. In the past year, 
liquid savings rose approximately 3.5 per cent in 
New England as compared to a rise of 5.5 per 
cent in 1956.1 The nation as a whole showed 
the opposite trend, as liquid savings grew almost 
six per cent in 1957, up from 5.4 per cent in 1956. 

Part of the greater percentage rise in the na- 
tion’s liquid savings is explained by the greater 
relative population growth in the nation com- 
pared to that in New England. Even if adjust- 
ment is made for this by calculating per capita 
increases, however, the region’s liquid savings 
growth has been slower, indicating perhaps a 
change in methods of saving. 


1 Liquid savings, as used in this article, include deposits 
in mutual savings banks, time deposits in commercial 
banks, savings capital in savings and loan associations 
and cooperative banks, E and H United States Savings 
bonds, and life insurance equities. 1957 data are estimates. 
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New England still enjoys an outstanding posi- 
tion in total per capita liquid savings, but the 
difference between New England and the United 
States average has narrowed. Per capita liquid 
savings at year end 1957 were $2,094 for New 
England compared to $1,447 nationally. The 
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New England 208 566 848 | 245 | 297 2,094 
United States 309 478 184 | 249 237 1,447 
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accompanying table shows the different segments 
of liquid savings on a per capita basis. 

In New England as in the nation, savings ac- 
counts at mutual savings and commercial banks 
remain the most popular form of savings. Mutual 
savings bank deposits continue as the most im- 
portant form of saving in New England, account- 
ing for over 65 per cent of the total. However, 
as the chart on savings shows, the deposit- 
withdrawal relationship has been changing 
markedly during the past three years, with de- 
posits leveling off and withdrawals increasing. 
For the reporting banks used in the chart, the 
excess of deposits over withdrawals dropped to 
only $49 million in 1957 compared to $148 mil- 
lion in 1956, and $190 million in 1955. 

The small drop during 1957 in New England 
commercial bank time deposits was in sharp 
contrast to the substantial national increase. 
This reflects in part the dominant position of 
mutual savings banks in the region. New Eng- 
land commercial banks generally did not adopt 
as aggressive a campaign for savings as did banks 
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elsewhere in the nation after the maximum rate 
allowed on time deposits was raised from 21% 
to 3 per cent on January I, 1957. 

Life insurance equities are a close second to 
savings accounts—per capita holdings were $566 
for New England, up $16, and $478 for the 
nation, an increase of $11 over 1956. Shares of 
savings and loan associations increased little in 
New England during 1957. Nationally, this form 
of savings increased substantially, from $222 per 
capita in 1956 to $237 in 1957. 

For both this area and the nation, holdings 
of series E and H bonds declined. By year end 
1957, estimated per capita holdings for New 
England show a drop from $252 last year to $245, 
and a drop for the nation from $248 to $242. 


N.E. and U.S., 1956-1957 
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What has slowed the growth of liquid savings 
in New England? Have incomes fallen or spend- 
ing increased so that the total savings margin 
narrowed, or has there been a shift in savings 
methods? It is estimated that incomes in New 
England during 1957 exceeded year-ago levels, 
although by a fairly small amount. Spending rose 
only slightly. It appears that the savings margin, 
the difference between income and spending, was 
approximately as large as in 1956. 

It appears that more New England savers are 
turning to other than liquid forms of saving. The 
most important of these are marketable bonds, 
both corporate and state and local, and stocks, 
including mutual fund shares. Yields on high- 
grade marketable bonds during 1957 were gen- 
erally the highest of any year since 1934. 

Capital stock investing gained increased in- 
terest as a possible hedge against inflation. New 
England probably increased its lead over the 
nation in the proportion of families owning 
stock. For 1956 this proportion was 9.9 per cent 
in New England and 5.2 per cent in the nation, 
according to the New York Stock Exchange. 
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Need for Workers Eases as 
Business Pace Slackens 


Employment in New England started at a high 
level in 1957. In the late summer and fall, 
however, there was an easing in industry’s needs 
for workers in many areas, as soft spots in various 
lines of business became widespread. New hir- 
ings declined and layoffs increased, especially in 
manufacturing. Demand for workers, even in 
occupations of long-standing shortages, eased. 

Nonfarm employment in the region during the 
first 11 months of the year reached a peak in 
June as both manufacturing and nonmanufac- 
turing industries added to their staffs. Factory 
vacation shutdowns in July were responsible for 
a decline in the job total for the month. Resump- 
tion of work schedules and seasonal expansion in 
many industries caused employment levels to in- 
crease in August and September. Some manu- 
facturing industries did not expand as much 
seasonally as in recent years and others reached 
their peak earlier than usual. October and No- 
vember brought layoffs at many factories and 
normal seasonal curtailments in such nonmanu- 
facturing industries as contract construction and 
services. Although a decline in employment 
in October and November is not unusual, the 
size of the decline in 1957 was greater than in the 
past few years. 

Since August, nonagricultural employment has 
been slightly under the level of the comparable 
1956 months. In November 1957, jobs in non- 
farm occupations provided work for 3,589,500 
New Englanders. This was 52,600 fewer than a 
year earlier with a decrease of 78,400 in manu- 
facturing more than offsetting an increase of 
25,800 jobs in nonmanufacturing activities. 

The year-to-year gains recorded by the non- 
manufacturing industries are in accordance with 
the long-term trend of increasing reliance of the 
region on industries in this group and decreasing 
dependence on manufacturing for jobs and in- 
come. All of the nonmanufacturing industries 
except contract construction, transportation, and 
public utilities expanded their work-forces. The 
largest relative increases were made by firms in 
the finance, insurance, and real estate group and 
in the service and miscellaneous industries. 

Factory employment declined in both durable- 
and nondurable-goods industries. The number 
of workers in manufacturing in November was 
the lowest since mid-1955. Manufacturing em- 
ployment totals also have been under the prior 
year level in each month since December 1956. 
In recent months, the year-to-year differences 


January 1958 


have become larger. Except for seasonal influ- 
ences, the employment trend was down during 
1957 in comparison with an expansion during 
much of 1956. 

Durable-goods employment exceeded year-ago 
levels until June. Since then, even this group of 
industries has been contracting. In November, 
they provided 39,800 fewer jobs than last year. 
Only the transportation-equipment industry 
boasted of a higher level of employment than a 
year earlier, and even in this industry there were 
cutbacks since earlier in the year. Much of the 
gain was at aircraft plants, but cutbacks and 
stretchouts in defense spending resulted in fur- 
ther curtailments in this industry in late 1957. 

A loss of 24,200 textile jobs over the year 
accounted for a large share of the 38,600 employ- 
ment decline in the nondurable-goods industries. 
Smaller losses were experienced by most other 
“soft-goods” industries, and only the printing and 
publishing and the chemicals industries ex- 
panded employment since November 1956. 

The easing in industry’s needs for workers is 
evident in most of the region’s major labor mar- 
ket areas—even in the Hartford and Stamford- 
Norwalk, Connecticut areas, both of which felt 
the pinch of worker shortages for many months. 
More were added to unemployment rolls as a 
result of further layoffs at the end of 1957. 


CHANGES IN MANUFACTURING EMPLOYMENT 
New England’s Eight Largest Industries 
Per Cent Change Oct. 1956 to Oct. 1957 
=8___-6 -4 -2 9 22 24 6 8 
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Manstfacturing 


DURABLE GOODS 


Fabricated Metal Products 
Machinery 
Electrical Machinery 


Transportation Equipment 
NO CHANGE 


NONDURABLE GOODS 


Textile Mill Products 
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Paper and Allied Products 


Leather and Leather Products 
NO CHANGE 


SOURCE: US. BUREAU OF LABOR STATISTICS 








Department Store Indexes Revised 


The department store sales and stocks indexes 
for New England have recently been revised for 
the period 1947 to date. Similar revisions were 
made by the other Federal Reserve Banks. Re- 
vised indexes for the districts and the nation are 
in the December 1957 Federal Reserve Bulletin. 
The principal features of the revision were: 

(1) The indexes of department store sales 
and stocks were adjusted to reflect changes in- 
dicated by comprehensive Census of Business 
data for the two years 1948 and 1954. 

(2) The sales index, being based on daily 
average sales, is computed by dividing the sales 
for a month by the number of shopping days 
and then comparing the result with base period 
daily average sales, the base at present being 
daily average sales in the period 1947-1949. Con- 
sumers’ shopping habits change over a period of 
time and, recognizing this, the Federal Reserve 
System reviews its shopping day allowances 
from time to time. As a result of the latest 
review, the practice of allowing Saturday to 
count for more than other shopping days was 
found to be no longer justified. This change 
has come about as more and more stores have 
instituted openings at night during the week. 
Since night openings vary from city to city, 
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1947 96 94 97 97 102 100 
1948 98 99 96 103 102 104 
1949 103 102 95 102 103 99 
1950 100 101 103 101 99 101 


1951 129 115 108 104 104 102 
1952 108 106 111 108 108 108 
1953 113 113 115 114 114 11 
1954 114 118 116 114 111 115 
1955 125 120 118 121 123 118 
1956 122 123 114 123 123 127 
1957 120 129 122 117 123 122 





ADJUSTED FOR SEASONAL VARIATION 


125 130 114 116 


and even within one city, it was decided not 
to try to increase the weight of any other day 
but to treat them all equally. This change 
was applied to the data starting in January of 
1955 and resulted in minor changes of several 
monthly indexes since that date. 

(3) Seasonal adjustment factors were reviewed 
for the period 1947 to date and were revised 
where necessary. 

The comparison of district department store 
sales totals obtained in the 1948 and 1954 Cen- 
sus of Business with those estimated from the 
index series based on sales of the sample of 
stores reporting to this bank disclosed that the 
index understated the sales increase between the 
two years by nearly 10 per cent. This was due 
principally to the lack of inclusion in the report- 
ing sample of new branches and newly estab- 
lished stores. Since 1954 many new stores have 
begun reporting their sales to the bank, many 
as soon as their doors opened for business. As a 
result, it is believed such an understatement of 
sales is not likely to occur again. 

Along with the revision of the sales indexes, 
the stocks indexes were also revised. Although 
retail stocks data were not available from the 
Census of Business, estimates for the two Census 


DEPARTMENT STORE SALES INDEX NUMBERS 
1947-49 Daily Average Sales = 100 
Boston Federal Reserve District 


Annual 
Year Jan. Feb. Mar. Apr. May June July Aug. Sept. Oct. Nov. Dec. Average 
WITHOUT SEASONAL ADJUSTMENT 
1947 71 72 96 96 102 98 69 74 105 99 130 a7 99 
1948 72 74 97 99 102 103 75 75 110 110 121 180 101 
1949 79 76 82 109 103 99 67 74 106 101 125 176 100 
1950 79 76 89 104 99 101 83 88 116 107 126 192 105 
1951 102 86 97 99 104 102 76 85 115 110 135 197 109 
1952 86 79 92 109 108 108 1 88 117 Ty 134 205 110 
1953 89 85 102 109 114 111 82 85 121 115 140 211 114 
1954 90 89 94 118 111 115 84 91 126 121 147 220 WIZ 
1955 99 90 99 121 123 118 91 94 132 129 155 230 123 
1956 96 92 101 117 123 127 92 104 140 127 158 234 126 | 
1957 95 97 99 121 123 122 90 102 122 VAT. 


97 99 99 96 104 101 
105 100 102 106 99 102 | 
94 98 98 100 102 100 
115 113 109 106 105 108 
106 105 107 109 112 110 
107 108 109 116 112 113 
113 112 112 114 115 116 
115 120 117 120 120 121 
125 124 123 128 127 127 
128 134 131 126 130 129 





years were prepared to serve the purpose. These 
estimates were made by applying to the revised 
estimates of sales the ratios of stocks to sales 
shown by stores reporting both sales and stocks. 
The old index of stocks was then revised to re- 
flect the changes shown by these estimates. The 
understatement of the level of stocks was ap- 
proximately eight per cent. 

A review was also made of the factors used 
to adjust the indexes for seasonal variation. 
Such reviews are necessitated by changes in con- 
sumer buying habits and in merchandising pol- 
icies of the stores. The analysis of seasonal sales 
patterns for recent years indicated that depart- 
ment store sales in the months of November and 
December were slightly larger in proportion to 
annual sales than previously. The importance 
of sales in August has declined in recent years. 
The greater relative importance of sales in De- 
cember continues the shift noted in the last 
two analyses of seasonal factor changes, con- 
ducted in 1953 and 1955. 

Four months were affected by changes in the 
seasonal pattern of department store stocks. The 
relative level of stocks held by department stores 
was slightly higher in June and September and 
slightly lower in January and May than indi- 
cated by the old adjustment factors. 

The revised indexes reflect the adjustments of 
the indexes to the change shown by Census data 
between 1948 and 1954. The seasonally adjusted 
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indexes also reflect the changes made as a result 
of the review of seasonal factors. The bank’s 
weekly index of department store sales is also 
being revised to reflect the changes made in the 
monthly sales index. Sheets showing index num- 
bers for the entire period covered by the indexes 
are available upon request from the Research 
and Statistics Department of the Federal Reserve 
Bank of Boston. 


DEPARTMENT STORE STOCKS INDEX NUMBERS 


1947-49 Average Monthly Stocks = 100 
Boston Federal Reserve District 


Annual 
Year Jan. Feb. Mar. Apr. May June July Aug. Sept. Oct. Nov. Dec. Average 
WITHOUT SEASONAL ADJUSTMENT 
1947 84 91 96 94 90 84 84 91 96 EZ 117 94 94 
1948 93 101 110 110 106 96 93 100 108 117 125 97 105 
1949 93 96 105 105 104 95 90 92 101 112 120 99 101 
1950 95 101 109 110 109 100 


1951 114 125 140 141 137 127 
1952 109 111 119 121 118 108 
1953 109 115 126 132 129 wee 
1954 110 WES 129 132 131 119 
1955 117 121 133 137 134 126 
1956 123 131 141 145 143 134 
1957 126 131 142 144 143 130 


94 108 119 136 144 116 112 
122 126 130 136 138 113 129 
105 110 120 131 138 110 117 
114 122 129 142 144 113 124 
114 124 132 143 150 120 126 
119 129 139 151 157 127 132 
129 139 148 161 166 131 141 
125 132 144 156 


ADJUSTED FOR SEASONAL VARIATION 


1947 96 95 93 93 91 89 
1948 104 106 107 106 104 102 
1949 104 101 102 101 102 101 
1950 105 106 106 107 107 107 
1951 127 133 136 137 134 135 
1952 120 118 116 116 116 115 
1953 120 122 123 127 125 125 
1954 121 122 127 127 127 127 
1955 130 129 130 131 132 134 
1956 137 140 138 140 140 144 
1957 140 140 140 138 140 138 


90 91 92 98 100 103 
103 105 105 103 106 103 
99 97 98 99 102 105 


104 113 116 121 123 124 
135 130 126 120 118 120 
117 114 116 116 118 118 
126 126 125 126 123 121 
L724 128 128 127 128 129 
132 133 134 134 134 137 
143 144 143 142 142 141 
139 136 138 138 





PRICES, MAN-HOURS, AND EARNINGS BANKING 


Billions of Dollars Federal Reserve District | 
9 


CONSUMER PRICES | MASS CHECK PAYMENTS 
1947-49-100 


PRODUCTION.WORKER MAN HOURS 
1950-100 


DEPOSITS 


COMMERCIAL LOANS 
WEEKLY EARNINGS . MASS 


* REVISED 





MASSACHUSETTS NEW ENGLAND UNITED STATES 

MANUFACTURING INDEXES | (1950-52 = 100) (1950-52 = 100) (1947-49 = 100) 

| Per Cent Change from: Per Cent Change from: Per Cent Change from: 
| Oct.'57 Sept."57  Oct.'56 | Oct."57 Sept.'57  Oct."56 | Oct.'57 Sept.'57 Oct. '56 
All Manufacturing } 11 — 5 — 3 4 — 3 142 — 3 
Primary Metals 96 — 7 —16 1 —14 126 —14 
Textiles 51 0 —16 4 —14 97 
4 3 
1 1 


(seasonally adjusted) 











Leather 112 _— +11 + 2 101 
Paper 103 - —10 — 3 160 














NEW ENGLAND UNITED STATES 
Per Cent Change from: Per Cent Change from: 


Oct.'57  Sept.’57 Oct. '56 Oct.'57  Sept.'57 Oct. '56 








BANKING AND CREDIT 
Commercial Loans ($ millions) 575 0 +7 31,582 -— 1 + 8 
(Weekly Reporting Member Banks) 
Deposits ($ millions) 4,234 +2 — 1 93,849 + 1 + 1 
(Weekly Reporting Member Banks) 
Check Payments ($ millions) 8,327 4 204,168 + 
(Selected Cities) 
Consumer Installment Credit Outstanding 233 8 225 4. 
(index, 1950-52 = 100) 
TRADE 
Department Store Sales 116 129 
(index, seas. adj. 1947-49 = 100) 
Department Store Stocks 138 155 
(index, seas. adj. 1947-49 = 100) 
EMPLOYMENT, PRICES, MAN-HOURS, & EARNINGS 
Nonagricultural Employment (thousands) 3,621 
Insured Unemployment (thousands) 104 
(excl. R. R. and Veterans programs) 
Consumer Prices 122.8 
(index, 1947-49 = 100) (Mass.) 
Production-Worker Man-Hours 90.3 
(index, 1950 = 100) 
Weekly Earnings in Manufacturing ($) 74.48 
OTHER INDICATORS (Mass.) 
Construction Contract Awards 
($ thousands, 3-mos. moving averages) 
Total 134,667 2,465,132 
Residential 55,235 998,958 
Public Works 18,765 | 395,786 
Electrical Energy Production 187.2 226.8 
(index, seas. adj. 1947-49 = 100)* 
Business Failures (number) 62 1,122 
New Business Incorporations (number) 682 Tegor 
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*Figure for last week of month 
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